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THE CARTER ADMINISTRATION IS CONSIDERING THE FORMATION OF 
A CABINET-LEVEL COUNCIL ON NATIONAL PRODUCTIVITY, VOA BUSINESS 
AND ECONOMICS EDITOR FRANK FEINBERG HAS THIS BACKGROUND REPORT 
ON THE PRODUCTIVITY ISSUE: 

VOICE: 

WITH THE EMERGENCE OF INFLATION AS THE UNITED STATES‘ MOST 
PRESSING DOMESTIC ECONOMIC CONCERN, THE ISSUE OF PRODUCTIVITY 
ALSO HAS COME INTO THE FOREFRONT, THIS IS BECAUSE THE COST OF 
PRODUCING A PRODUCT LARGELY DETERMINES ITS SELLING PRICE, AND 
THIS BEARS DIRECTLY ON THE NATIONAL INFLATION RATE. INCREASED 
PRODUCTIVITY RESULTS IN LOWER LABOR COSTS, STRENGTHENING THE 
COMPETITIVE POSITION OF MANUFACTURED GOODS IN BOTH DOMESTIC AND 
WORLD MARKETS. 

IN RECENT YEARS PRODUCTIVITY -- THE MEASURE OF THE AMOUNT 
OF GOODS PRODUCED BY A GIVEN AMOUNT OF LABOR -- HAS SLOWED 
DOWN IN THE UNITED STATES. PRODUCTIVITY IN THE PAST SEVERAL 
YEARS INCREASED BY ABOUT ONE PER CENT A YEAR. THIS COMPARES 
TO A TWO POINT EIGHT PER CENT ANNUAL GROWTH RATE FROM 1953 TO 
1973. 

VARIOUS REASONS ARE GIVEN FOR THE DECREASE IN PRODUCTIVITY. 
THE SHARP RISE IN ENERGY COSTS IS ONE FACTOR. THE INCREASED 
PROPORTION OF GENERALLY LESS=-SKILLED WOMEN AND YOUTHS IN THE 
U.S. LABOR FORCE IS ANOTHER FACTOR. LARGE INCREASES IN 
GOVERNMENT-MANDATED OUTLAYS FOR ENVIRONMENTAL SAFETY HAVE MADE 
MANUFACTURING MORE EXPENSIVE. THERE ALSO ARE QUESTIONS AS TO 


WHETHER ENOUGH RESEARCH AND DEVELOPMENT EXPENDITURES ARE BEING 


BACKGROUNDER NO. 5-6188 PAGE 2 
MADE TO ENSURE MAXIMUM EFFICIENCY IN OPERATIONS. 

AT AN INTERNATIONAL PRODUCTIVITY CONFERENCE IN NEW YORK 
THIS WEEK COCT. 4TH) PRESIDENTIAL ASSISTANT ROBERT STRAUSS 
SAID THE NATION MUST FACE UP TO THE LINK BETWEEN PRODUCTIVITY 
AND INFLATION, HE AND OTHER SPEAKERS EMPHASIZED THAT INCREASED 
PRODUCTIVITY IS THE BEST PROSPECT TO END THE CYCLE OF WAGES 
CHASING PRICES AND PRICES CHASING WAGES, 

IT IS RECOGNIZED THAT THE QUICKER THE PRODUCTIVITY RATE IS 
RASIED, THE SOONER LABOR COSTS PER UNIT OF OUTPUT WILL DROP, 
WHICH WOULD PROVIDE SOME HOPE THAT PRICES WILL BE CONTAINED 
AND INFLATION RESTRAINED. 

BUT, AS AUTHORITIES POINT OUT, GAINS IN PRODUCTIVITY WILL 
TAKE TIME. THERE MUST BE MORE CO-ORDINATION BETWEEN LABOR, 
INDUSTRY AND GOVERNMENT. INDUSTRY COMMITMENTS TO NEWER 
TECHNOLOGIES IN MANUFACTURING PROCESSES WILL HELP. IN THIS 
ASPECT MORE TAX CONCESSIONS TO BUY NEW EQUIPMENT COULD HAVE A 
FAVORABLE INFLUENCE. MORE JOB TRAINING PROGRAMS ARE CONSIDERED 
ESSENTIAL, AND MORE MOTIVATION AMONG WORKERS HAS BEEN URGED 
BY SOME OBSERVERS. PRODUCTIVITY GAINS ARE NOT EASY TO COME 
BY. BUT IT IS BELIEVED THAT WITH MORE VIGOROUS EFFORTS THE 
U.S. PRODUCTIVITY RATE CAN BE RAISED IN THE MONTHS AND YEARS 
AHEAD. 
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